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New Peaks Reached in Business Expansion 





Expansion extended to nearly all lines of in- 
dustrial and commercial activity in New Eng- 
land during the spring. Many statistical series 
reached record highs as the second quarter 
proceeded. Employment expanded broadly and 
unemployment declined. Increased personal 
income and consumer willingness to spend for 
all types of goods and services supported the 
revival. Businessmen also showed signs of in- 
creasing spending as evidenced by Massachu- 
setts manufacturers’ plans to increase plant 
and equipment expenditures substantially 
during the year. The long decline in military 
expenditures appeared to have leveled off. 

Evidence of weakness was scarce during the 
second quarter. Spot and wholesale commodity 
prices remained remarkably stable. Business 
failures were at no time alarming in number or 
volume of liabilities. There appeared to be some 
trend toward inventory accumulation, but it 
was moderate at all stages of production and 
distribution. 











BUSINESS CONTINUED TO EXPAND on a broad front in 
New England during the second quarter. Employment 
growth was greatest in nonmanufacturing industry 
groups such as construction and trade. Among the 
manufacturing industries the largest gains in activity 
occurred in the durable-goods category. Many measures 
of business activity proceeded to record levels in the 
latter part of the quarter. Unemployment declined 
substantially. 

Demand continued strong, supported by personal 
income and consumer credit, yet prices remained re- 
markably steady. New orders remained well ahead of 


current shipments, reflecting longer-term buying, itself 


a measure of business confidence. Some inventory ac- 
cumulation, especially of goods-in-process and finished 
goods, appeared by early June. 

Strengthening business activity during the second 
quarter was noted in reports of the New England pur- 
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chasing agents. New orders received by New England 
manufacturers ran well ahead of those of the 1954 
period. High production and shipment rates averted 
the building up of large backlogs of unfilled orders. 

Expanded production and a high level of new orders 
encouraged some inventory accumulation. Raw ma- 
terial inventories showed the greatest expansion during 
the first quarter in preparation for higher production 
schedules. In April and May, however, raw material 
stocks leveled off while inventories of work-in-process 
and finished goods accumulated. 

Manufacturers’ expectations that business volume 
and commodity prices will rise during the next few 
months resulted in longer-term buying practices. For- 
ward buying against the likelihood of strikes contributed 
to these policies. In May, 20 per cent of the New Eng- 
land purchasing agents reported orders placed three 
to six months in advance, a proportion far greater than 
in any month since mid-1953. 

<mployment in New England moved steadily up- 
ward during the second quarter. The May level of non- 
agricultural employment was 28,000 above a year ago. 

Nonmanufacturing industries added the largest 
number of workers, continuing a general trend of ex- 
pansion evident through 1954. Between April and May 
the construction and service industries added more 
than 23,000 workers, the greatest April-May gains for 
these industries in several years. 

In contrast, manufacturing employment declined 
during the second quarter. Textile strikes as well as 
seasonal cutbacks among shoe and apparel manufac- 
turers contributed to the drop. Durable-goods employ- 
ment increased during the spring though not enough 
to offset the losses among the soft-goods firms. 
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Total insured unemployment declined in May for the 
fourth consecutive month. It reached a point 38 per 
cent below the year-ago level but was still 42 per cent 
above that of 1953. Initial unemployment compensa- 
tion claims moved downward throughout 1955 except 
during April. The rise in that month mainly reflected 
reapplications at the start of the new benefit year. In- 
itial claims in May were 24 per cent below the level of 
last year but still 12 per cent above those of 1953 

Industrial production in the nation continued to ex- 
pand on a broad front during the second quarter. The 
Federal Reserve Board’s seasonally adjusted index of 
output for June reached a record rate of 139 per cent 
of the 1947-49 average. Production of nondurable goods 
was four per cent higher than the May 1953 peak. Du- 
rable-goods output stood at 153, four points short of the 
1953 record, but 18 points above the year-ago figure. 

Freight carloadings of New England railroads have 
not shown as strong a recovery as carloadings through- 
out the country. But they were ten per cent greater 
in May than a year ago. Electric energy distributed 
by New England utilities exceeded the 1954 level by 
about eight per cent during the second quarter. 

The Bureau of Labor Statistics’ index of production- 
worker man-hours in New England averaged higher 
during the second quarter than in the like 1954 period, 
while tending to be lower than during the first quarter 
because of seasonal contraction in some nondurable 
lines. The durable-goods components of the index in- 
creased during the second quarter. 

New England factory workers worked longer and 
earned more during the second quarter of 1955 than in 
the comparable period of 1954. In some industries, how- 
ever, average weekly hours and earnings were slightly 
less in April than during the first quarter. The rising 
trend of the last half of 1954 and early 1955 was re- 
sumed in May with expansion especially evident in 
durable-goods lines. The primary-metals industry 
showed the greatest year-to-year increase in number of 
hours worked. 

The national consumer price index remained steady 
in April and May at the lowest point since May 1953 
Consumer prices in Massachusetts rose during the 
quarter to the highest level since 1952, largely because 
of higher food prices. Wholesale prices declined in May 
to a level one point below that of a year ago, but the 
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spot-commodity price index for June showed 
increase. 

New Englanders maintained a high level of spending 
for consumer goods during the second quarter. Depart- 
ment store sales for the first half of 1955 exceeded those 
during the same period of 1954 by about four per cent. 
Major household appliance departments — recorded 
larger year-to-year sales gains than store-wide totals, 
but radios, phonographs, and television sets moved 
much more slowly than last year. Apparel departments, 
including those in the basement, established records 
well above last year. 

Sales of new and used cars continued at high levels 
during the second quarter. April new car registrations 
in New England were 31 per cent above a year ago, and 
in May they were 13 per cent higher. Used car registra- 
tions in Massachusetts, also at high level, were 15 per 
cent in April and 49 per cent in May in advance of 
year-ago levels. 

New credit’ extended by New England 
banks, consumer finance companies, and credit: unions 
continued during April and May to exceed year-ago 
volume by sizable margins. Increased automobile pur- 
chases accounted for much of the gain. Repayments 
were less than extensions in each of the first five months 
of 1955. Consequently, outstanding credit volume at the 
end of May was seven per cent above the December 31, 
1954, figure and six per cent above the highest point 
reached last year. 


slight 


consumer 


Bank loans to business remained high throughout the 
first half of the year, normally a period of declining 
loan volume. The decline after the year end was smaller 
than usual, and an upturn which began in early Feb- 
ruary continued. It was particularly strong during May 
and June. Over the half-year, business loans averaged 
about four per cent higher than in the comparable period 
last year. 

The rising loan volume reflected the end of almost 
two years of inventory liquidation for many industries 
and continued growth for others. Borrowing by a num- 
ber of concerns to cover tax accruals under the acceler- 
ation provisions of last year’s Revenue Act was also a 
supporting factor. Large borrowings were undertaken 
by textile, sales finance, and construction companies. 
Food, liquor, and tobacco processors, and commodity 
dealers made net repayments. In other industry groups 
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small increases were reported, or new loans about offset 
repayments. 

New England construction activity continued high 
during the first half of 1955. F. W. Dodge Corporation 
reported total contract awards of $818 million in New 
England. This amount was 18 per cent above that of 
the first half of 1954 and 50 per cent more than during 
the same 1953 period. Nonresidential awards of the 
same 1955 period increased more than 20 per cent in 
value from a year earlier. Residential contracts of 
the 1955 period were three per cent less than those of 
1954 but nearly 30 per cent above the 1953 level. In- 
creased business spending for new plants was reflected 
in a 168 per cent expansion in the value of manufac- 
turing construction contracts awarded in the first five 
months of 1955 compared with a year earlier. The com- 
parable increase from the like 1953 period was 126 
per cent. 

New England firms were prime contractors on non- 
secret defense contracts estimated at $68 million in 
the first quarter of 1955 and $80 million in the second 
quarter. This compares with $134 million in the first 
quarter and $79 million in the second quarter of 1954. 
So far this year, the electrical machinery industry has 
received the largest share of contracts, followed by 
aircraft’ and ordnance manufacturers. Contracts for 
ships were in very small volume. 

Dir able-Goods Industries I rpand 

Output of New England primary-metal products in- 
creased sharply during the second quarter. Steel pro- 
duction rose to 86 per cent of rated capacity from the 
first-quarter level of 80 per cent. Pig iron shipments 
and foundry order backlogs increased substantially. 

Only minor employment changes occurred in primary 
and fabricated metal plants during the first half of 
1955. Average weekly hours worked in primary metal 
production in Connecticut and Massachusetts increased 
from 39 in October 1954 to above 43 in May, a rise not 
found in the fabricated-metal group. New orders re- 
ceived by primary-metals producers exceeded year- 
earlier levels by as much as 50 per cent in every month 
between October 1954 and May 1955. 

Expansion of capacity for Northeastern Steel Cor- 
poration at Bridgeport, Connecticut, began in May. 
When completed, the new facilities will increase the 
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mill’s annual capacity from 188,000 to 300,000 ingot 
tons of specialty steels. 

New England’s nonelectrical machinery industry con- 
tinued to expand operations during the second quarter. 
Employment increased by more than the normal sea- 
sonal expectation. New orders received by Massachu- 
setts firms in this industry have been consistently above 
year-ago levels in every month of 1955. The machine 
tool show scheduled for the fall in Chicago does not 
yet seem to have taken the edge off of orders for new 
machine tools. 

The improved outlook for textile machinery makers 
noted during the first quarter continued in the April 
to June period. Foundries in the industry continued to 
report a 25 per cent increase in tonnage poured com- 
pared to the corresponding weeks of 1954. 

Relative stability continued through May in the 
electrical-machinery industry. Heavy electrical-ma- 
chinery output declined slightly though production of 
other items increased moderately. Employment in the 
industry at mid-May was slightly below the level of a 
year ago but four per cent above the low point reached 
in July 1954. Orders received since February by Massa- 
chusetts producers of electrical equipment have been 
running higher than a year ago. 

Few significant changes in over-all activity occurred 
in the New England transportation-equipment in- 
dustries during the first half of 1955. A low point of 
activity, as measured by employment, was reached in 
January. Subsequent improvement was very modest. 
Mixed trends appeared in Connecticut aircraft produc- 
tion. Rapid employment expansion occurred at Bridge- 
port with the staffing of a new helicopter plant. In the 
Hartford area employment declined somewhat. Some 
acceleration in shipbuilding occurred at Quincy after 
construction was started on offshore radar stations. 
Submarine construction at New London remained on a 
limited basis. Automobile assemblies at the two Massa- 
chusetts plants continued at high levels after February, 
and employment expanded sharply at a Springfield area 
trailer plant. 

New England instrument makers expanded opera- 
tions during the second quarter. Output gains were 
experienced by Hartford area firms producing measur- 
ing and controlling devices, as well as by clock and 
watch makers in both Massachusetts and Connecticut 
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and by Massachusetts producers of ophthalmic goods. 

Following a rapid post-Korean decline, activity in 
New England ordnance industry has remained relatively 
stable since last November. 


Nondurable-Goods Industries Shou Stability, 


Activity in the New England textile industry, after 
showing some improvement during the first quarter of 
1955, contracted slightly in April. Strikes involving 
nearly 23,000 workers in April and May in cotton and 
synthetic plants brought employment in the industry 
to a new postwar low. By early July, working agree- 
ments had been reached with all firms. Mill manage- 
ment had requested cuts in fringe benefits. In most 
instances, however, settlements provided for continu- 
ance of existing wage levels, some cuts in holiday al- 
lowances, and modification of only a few other pro- 
visions of the labor contracts. 

Though strikes curtailed output of cotton and syn- 
thetic fabrics, other segments of the industry per- 
formed better than a year ago. Demand for woolen and 
worsted fabrics was considerably stronger and the 
average 1955 workweek was higher than it was last year. 
Activity of dyeing and finishing plants tapered off 
seasonally early in the second quarter. Aside from a 
few firms lacking fabrics from cotton mills, most firms 
endeavored to complete orders on hand before vacation 
closings. Prices of many types of textiles advanced and 
held firm, reflecting improved demand from the gar- 
ment industry. 

The usual between-season lull was evident in oper- 
ations of New England garment shops in April and May. 
Work-forces were reduced from first-quarter levels, 
and shorter workweeks were general. Even in these 
months, however, employment was moderately higher 
than a year ago. During the quarter the tempo of ac- 
tivity quickened as production of fall and winter lines 
began. Order volume larger than a year ago reflected a 
freer buying policy by retailers. Operations during June 
were not hampered appreciably by the trucking strike 
in southern New England. 

Shoe output at New England plants during the second 
quarter continued well above year-ago levels even 
though down seasonally from the record level of the 
first quarter. New England firms continued to record 
larger year-to-year gains than those in the rest of the 
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industry. Production for the first five months of 1955 
was above the comparable 1954 period by 18 per cent 
in New England and 14 per cent in the nation. By 
late May the usual seasonal slow period in most plants 
ended as production of fall and winter shoes began. 
Early orders for fall lines, especially of popular-priced 
women’s shoes, were well above year-ago levels. All seg- 
ments of the industry expect very good fall business. 

In June the International Shoe Co. announced that 
it would permanently close its three New Hampshire 
plants by late fall to permit the company to consolidate 
its operations outside New England. These plants produc- 
ing men’s shoes currently employ about 1400 workers. 

May employment in New England rubber products 
plants rose slightly after drifting downward in late 1954. 
As in many other nondurable-products industries, work- 
forces were above year-ago levels after March. Ex- 
panded operations of rubber footwear plants were 
largely responsible for recent improvements. 

Operations in the region’s jewelry plants tapered off 
seasonally during the second quarter with workweeks 
staggered and employment below the level prevailing 
during the first three months of 1955. The industry 
maintained a good between-season pace, however, and 
employment continued above the comparable 1954 
levels. Advance orders on fall merchandise showed buy- 
ers doing more sampling than they did last year, but 
order volume indicated another good year for the 
industry. Plants turning out men’s jewelry items were 
especially busy, with some of the larger firms reporting 
substantial increases in sales volume over last year. 
While recalls of workers were general during June, the 
big spurt in the new season’s production will not come 
until after vacation shutdowns. 

The New England chemical industry remained stable 
during 1954-while many manufacturing industries in the 
area felt the effects of post-Korean cutbacks in defense 
business. Only small changes in chemical industry em- 
ployment occurred between October 1953 and February 
1955. During March, April, and May, 1955, more 
workers were engaged in the industry than at any time 
during 1953. This reflects growth in this diversified in- 
dustry, largely in the production of plastic resins and 
industrial chemicals. 

The moderate rise of prices of most grades and types 
of lumber during the second quarter reflected primarily 
the national housing and school-building boom. Rail- 
road car shortages in the Northwest together with 
delayed production schedules due to the late spring in 
the Northeast and Canada also contributed to the price 
rise. Because many New England lumber producers 
confine their-output to an unfinished, ungraded product, 
they had to sell at discounts below market prices. 

Despite moderate price increases, New England fur- 
niture manufacturers continued to receive a large vol- 
ume of new orders. Consequently, order backlogs 
remained high even though shipments continued strong. 

Demand for paperboard and most grades of paper was 
strongly sustained in the second quarter by the high 
level of general business activity. Large order backlogs 
were maintained by most producers despite price in- 
creases. During the same period wood pulp continued 
in good supply, and third-quarter buying contracts 
generally provided for no price increases. 
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Checkbook Money Shows Gain in 1954 


Despite the slower pace in economic activity in 1954, 
demand deposits of individuals, partnerships, and cor- 
porations held by New England commercial banks 
increased over the year. These deposits aggregated 
$5.1 billion’ at the end of January 1955 and at this 
level were about six per cent higher than a year ago — a 
rate of increase which compared favorably with that in 
the nation. The increase in deposits occurred largely 
during the last half of 1954 and reflected not only the 
influence of seasonal forces but also the cyclical upturn 
in business and an expansive monetary policy. During 
the first quarter of 1954 the seasonal decline in demand 
deposits roughly paralleled that of 1953. Turnover of 
deposits was a little more rapid than the year before. 

The accompanying charts show the changes which 
occurred during the year in demand deposits held by 
various ownership groups as well as the relative impor- 
tance of each group. All the important groups of deposits 
except those of the manufacturing and mining and 
farmer groups recorded increases over the year. Personal 
deposits and those held by the service industries and 
the professions recorded substantial year-to-year in- 
creases as well as the largest proportional gains. Personal 
deposits accounted for about 29 per cent of total de- 
posits in the region. Their $135 million year-to-year 
increase amounted to ten per cent and represented 
almost half of the total gain reported for all deposits. 

The growth in personal accounts, which include 
‘regular’ checking accounts and the no-balance “ spe- 
cial” checking accounts, has been steady throughout 
the postwar period. This change reflects a number of 
factors, among which are growth in disposable income 
and population as well as the successful efforts of the 
banks in promoting the convenience aspect of personal 
checking accounts. 


‘ 


1This aggregate and other data discussed in this article are estimates derived 
from the 1955 survey of demand deposit ownership in the First Federal Reserve 
District conducted by this bank. This survey has been carried out annually since 
1943 and is part of a national project undertaken to obtain information on major 
changes in deposits by important ownership groups. 


Among the other groups, the deposits held by the 
service industries and the professions increased about 
20 per cent, reflecting the growing importance of this 
group of activities and the high level of consumer out- 
lays during the year. Public utilities deposits also 
recorded a substantial gain in contrast to a decrease 
last year when balances were pulled down in connection 
with financing plans. The gain in trade accounts largely 
reflected inventory liquidation during 1954. 

Deposits of concerns engaged in manufacturing and 
mining currently comprise some 22 per cent of total 
deposits of the district — the second largest share. It 
was the only important deposit group to decline and 
deposits fell about four per cent over the year. The 
decline was largely caused by lower levels of activity 
during the year in the region’s metalworking industries 
and textile plants. 


Deposit Ownership by Size of Bank 

District banks shared the increased deposit holdings 
in 1955 in the inverse order of their size. The small 
banks (those with deposits of less than $1 million) in- 
creased their demand deposit liabilities to individuals, 
partnerships, and corporations by 9.4 per cent while the 
largest banks (those holding deposits of more than $100 
million) registered a 4.9 per cent gain. The medium- 
sized banks, having a $1-$10 million deposit range, 
scored an 8.6 per cent gain and the large banks, those 
having a $10-$100 million deposit range, scored a year- 
to-year increase of 6.0 per cent. In contrast, last year a 
small percentage gain was registered by the largest 
banks, the large and medium-sized banks showed no 
significant change, and the small banks experienced a 
two per cent contraction from the previous year’s 
dollar volume. 

Deposits of business concerns constitute a greater 
percentage of total demand deposits in the larger banks 
than in the smaller banks. They vary in the direct order 
of their size from a high of 66.2 per cent in the largest 





DEMAND DEPOSITS OF INDIVIDUALS 


Millions of Dollars 
1600 


1200 


800 


400 


PERSONAL 


TRADE FINANCIAL SERVICES 


MANUFACTURING 
& & PROFESSIONS 


MINING 


SOURCE: FEDERAL RESERVE BANK OF BOSTON 





BY TYPE OF OWNERSHIP, ALL BANKS IN FEDERAL RESERVE DISTRICT 1 
January 31, 1955 vs. January 31, 1954 





PARTNERSHIPS AND CORPORATIONS 


NON PROFIT 
ASSOCIATIONS 


TRUST FUNDS 
& FOREIGN 


PUBLIC UTILITIES CONSTRUCTION FARMERS 








JULY 


>) Page 5 








Monthly Review 


FEDERAL RESERVE 


BANK OF BOSTON 





CHANGES IN NUMBER AND 


SIZE OF DEMAND DEPOSITS 


BY TYPE OF OWNERSHIP, ALL FIRST DISTRICT BANKS 
January 31, 1954 to January 31, 1955 





Number of Accounts 


Change from Jan, 31, 1954 


Type of Ownership | January 31, 
1955 


Average Size of Accounts 


January 31, Change from Jan. 31, 1954 
19 


Actual Percent Actual Percent 
Business Accounts 
Manufacturing and Mining 35,419 2,199 5.8 $31,402 +$ 583 + 1.9 
Public Utilities 9,638 + 2,080 27.5 18,039 1995 10.0 
rade 120,915 8,171 6.3 6,255 844 +15.6 
Construction 12,845 + 1,079 + 9.2 7,718 603 7.2 
Financial 31,997 + 2,805 + 9.6 19,4296 480 2.4 
Services and Professions 61,301 + 5,634 +10.1 4,972 + 390 + 8.5 
Total Business Accounts 972,115 + 1,228 + 0.5 $11,274 { 408 + 3.8 
Personal Accounts 
Regular 970,663 + 18,852 9.0 $ 1,383 +$ 95 + 7.4 
Special Checking 625,941 + 62,850 11.2 161 + U7 +11.8 
Farmers 99,112 - 1,267 5.4 1,520 + 51 r 35 
Total Personal Atiieiens 1,618,716 80,435 + 5.2 5 912 +$ 40 + 4.6 
Non-profit Associations 92,663 162 0.2 $ 2,720 5 22 0.8 
All Others (Trust Funds and bavind 13,312 937 + 1.8 $15,770 + $92,033 +14.8 
Total Demand Deposits 
(Individuals, aomeene and 
Corporations) 1,996,806 +81,738 + 4.3 $ 2,507 +$ 43 + 1.7 





banks to 46.8 per cent in banks holding demand de- 
posits of less than $1 million. The industrial and finan- 
cial groups, in particular, tend to concentrate their 
deposits in the larger banks. The business activities of 
these groups require larger lines of credit and the 
greater variety of services which are available only at 
the larger banks. Deposits of public utilities, construc- 
tion firms and the service and professional groups were 
generally distributed through all size classes of banks. 
Deposits of trade firms on the other hand were heaviest 
in the small banks, 21.1 per cent as against 13.2 per 
cent in the largest banks, reflecting the relative size and 
nature of business of these concerns. 

As might be expected, the ratio of personal accounts 
to total deposits varied inversely with the size of bank. 
About 46 per cent of the dollar volume of deposits in 
the small banks was represented by personal accounts 
as compared with 25 per cent in the largest banks. 
Personal checking accounts comprised approximately 
80 per cent of the total number of accounts in each bank 
size group but in the larger banks they comprised 
much smaller share of the dollar value of all accounts. 


OWNERSHIP OF DEMA on DEPOSITS 


IN DISTRICT 1 - JANUARY 31, 1955 
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In relation to business accounts, the average balance 
carried in personal accounts is very small. 

Change in Number and Size of Accounts 

The number of demand deposit accounts in the region 
increased by 4.3 per cent over the year. As a result, 
approximately 2 million accounts are currently held by 
commercial banks in New England. 

Personal accounts registered the greatest numerical 
gain, accounting for 80,435 additional accounts during 
the year, despite a small decline in the number of 
farmers’ accounts. Regular checking accounts increased 
by 18,852—a two per cent gain. Special checking 
accounts, such as “ thrifticheck,” “‘checkmaster,” and 
“pay-by-check” accounts, requiring no minimum bal- 
ance, expanded by 62 850 accounts, an 11.2 per cent 
increase over last year’s total. Each type of personal 
account registered an increase in average size but, as 
would be expected, the $912 average size was small 
relative to the size of account balance of other groups. 

The number of business accounts failed to show any 
appreciable increase over the year. Within the business 
category, the acquisition of additional accounts by 
public utilities, construction firms, financial businesses, 
and the services and professions was nearly offset by 
the decline in the number of accounts of the industrial 
and trade groups. The latter experienced a drop of 
8,171 accounts, a decrease of 6.3 per cent. Although 
dollar volume of manufacturing and mining accounts 
contracted, the 5.8 per cent decline in number of ac- 
counts of this group was sharper. As a consequence, 
industrial deposits increased in average size about two 
per cent. 

Deposits of nonprofit associations remained generally 
stable both in dollar amount and number. These de- 
posits are customarily relatively stable. 

The average size of all demand deposits of individuals, 
partnerships, and corporations in all the commercial 
banks of the district amounted to $2,507 on January 31, 
1955, a 1.7 per cent gain over the estimated average 
size of such accounts as of January 31, 1954. 
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FRINGE BENEFITS . + «A Major Consideration 


for New England Bankers and Employees 


“FRINGE BENEFITS” mean considerably more today 
than the words alone suggest. The wide variety and large 
size of payments for employee welfare beyond salaries 
and wages put them in a category much more substan- 
tial than the term “fringe” implies. In many types of 
business, employee benefit payments are becoming in- 
creasingly important both as an element of cost and as 
a source of supplemental income for employees. 

Among banking firms, many of the more common 
types of fringe benefits such as paid vacations and holi- 
days have been so generally available for a long period 
of years that they are considered as standard conditions 
of employment rather than as supplements to salary and 
wage costs. Other more recently introduced benefits 
have found wide acceptance in banking institutions in 
the last few years and have boosted over-all fringe 
payments materially. 

\ country-wide survey of fringe benefit in 
various industries shows that average benefit payments 
in a sample of large banks rose from 20.7 per cent of 
payroll in 1947 to 28.6 per cent in 1953.1 In the same 
period average annual benefit payments per bank em- 
ployee rose from $546 to $964. In relation to payroll, 
benefit. payments by large banks in 1953 outranked 
those of all other surveyed industries. In size of pay- 
ments per employee, they were second only to the 
chemical and petroleum industries. 

Although fringe benefits represent a large share of 
employee costs, few banks make a complete accounting 
of them. Without a complete tabulation of fringe costs, 
bank managements may not be fully aware of the rela- 
tive importance of these salary supplements in their 


costs 


1Chamber of Commerce of the United States, “Fringe Benefits 1953.” 
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FRINGE BENEFITS IN NEW ENGLAND BANKS 
Per Cent of Reporting Banks with Selected Benefits 

— Classified by Size of Bank-1954 
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over-all cost picture nor of their value in obtaining and 
keeping employees in a highly competitive labor market. 


lringe Benefits in New England Banks 

The more commonly segregated data on fringe benefit 
payments were collected for the first time last year from 
New England commercial banks in the annual survey 
of member bank income and expenses. This year the 
survey was broadened to cover other payments that 
represent additions to personnel costs over and above 
pay for time actually worked. These include bonuses 
and profit-sharing plans, paid vacations, and legally 
required employer contributions under state and federal 





FRINGE BENEFITS IN FIRST DISTRICT MEMBER BANKS —-1954 





Banks Classified by Size of Deposits 


R All in Millions of Dollars 
eporting 
Banks Under 2 2-5 5-10 10-25 25-50 Over 50 
Summary Data 
umber of banks reporting 256 29 76 61 52 19 19 
Average number of employees! 89 8 14 25 60 149 730 
Average annual benefit payment per employee! $927 $5 594 $756 $851 $779 $1,039 
Total benefits as per cent of payroll? 27.8% 22.0% 20.7% 23.9% 26.3% 24.8% 30.0% 
Total benefits as per cent of total expenses 16.2% 12.3% 11.6% 13.3% 14.7% 14.9% 17.7% 
Of GO) 98 SO SCF 69/52 GO CL GO Cf 45) 52/55 
5 © >| 6§ > = >| 6§ > c S| 6 § S16 § > 
ze *s 78 §$ Za XP Za XS ZB XSF ZS LF Za &G 
Types of Benefits (number of banks reporting and bene- 
fits as per cent of payroll?) — - 
onuses. . 163 5.4 18 8.0 43 6.5 44 6.5 36 7.1 15 49 7 4.0 
Pensions 148 | 9.4 10 7.8 38 6.6 | 37 6.8 99 8.3 ts 6.5 19 |10.2 
Hospitalization and medical- surgical insurance. . 147 | 1.2 12 1.9 33 1.6 38 1.6 34 1.4 13 1.0 17 1.1 
Life and accident insurance 140 | 1.3 7 1.8 35 1.3 | 928 i 38 1.0 | 17 41 15 1.4 
Welfare and employee relations 140 5 6 1.0 Q7 6 32 6 40 4 18 4 17 A." 
Cafeteria a 49 1.0 8 1.1 4 4 15 4 5 <a 10 +.1 
Profit sharing . 2h es - 1 - e 1 OS 4 5.1 
Pay for time not worked 
Vacations 53 : 256 | 4.7 99 4.0 76 3.9 61 4.3 52 4.6 19 4.7 19 4.8 
Other — holidays, sick leave, etc. (estimated). 5.4 5.6 4.7 5.2 5.5 5.6 5.8 
Legally required payments (Social Security, Unem- 
ployment Compensation, etc.). . 2.8 27 2.8 2.8 7 25 2.8 
Other benefits < - a 2 a 2 2 





1Including officers. 
2Payroll exclusive of bonus payments. 


3Benefits as per cent of payroll (exclusive of bonus payments) for those banks reporting the particular benefit. 
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social security programs. In addition, estimates were 
made of pay for other time not worked, such as holidays, 
sick leave, and excused time off. 

The accompanying table presents fringe benefit data 
for reporting banks in various size classifications. As 
shown by the summary figures, benefit payments of 
district banks in 1954 accounted for sizable portions of 
total costs. The average annual payment per employee 
at the 256 reporting member banks amounted to $927 
and ranged from $564 at the smallest banks to $1,039 
at the largest.2 Total benefit payments averaged 27.8 
per cent of payroll for all reporting banks and 16.2 per 
cent of total bank expenses. 

All of the 256 reporting banks provide paid vacations 
for employees while 233 banks reported additional types 
of fringe benefits. The most frequently listed of these 
were Christmas or year-end bonuses, reported by 163 
banks. The prevalence of such supplemental compensa- 
tion among banks helps to raise their ratio of total 
benefits to payroll above those of other industries. 

After bonuses, pension plans were next in frequency, 
listed by 148 banks. Hospitalization and medical-surgi- 
cal insurance plans were in force at 147 banks, while 140 
banks provided group life and/or accident insurance. 

The accompanying chart shows the percentages. of 
banks in various size groups having these four principal 
types of benefits other than paid vacations. Between 
55 per cent and 66 per cent of all banks in the sample 
reported each of the four benefits. In general the relative 
number of banks having the different benefits increased 
as the bank size group increased. 

In terms of cost to the employer, pension plan con- 
tributions represented the largest item, averaging 9.4 
per cent of payroll at the 148 banks having such plans. 
Pensions are the only type of benefit where average pay- 
ments were considerably higher at the large banks than 
at the smaller ones. 

The next largest single cost item was bonuses, 
amounting to 5.4 per cent of net payroll excluding the 
bonus payments. Banks in the smallest size group made 
the largest relative bonus payments, averaging eight 
per cent of payroll, while those in the largest size group 
made the smallest payments, four per cent of payroll. 

Vacation payments amounted to 4.7 per cent of pay- 
roll. Other time off with pay was estimated at 5.4 per 
cent. Lumped together, these payments for time not 
worked would be larger than any other single item. 

Various payments grouped under the heading of wel- 
fare and employee relations amounted to half of one per 
cent of payroll. Included in this category are such things 
as social functions, dinners, outings, recreation pro- 
grams, and gifts to employees. Expenses of operating 
cafeterias averaged one per cent of payroll. 

Profit-sharing plans were reported by only seven 
banks. The average disbursement amounted to 5.3 per 
cent of payroll. Three of the seven banks paid bonuses 
to employees in addition to the profit-sharing payment. 

Numerous other salary supplements such as payment 
of tuitions for employees, medical care on bank premises, 
rental of parking facilities, and free checking accounts 
were reported by several banks but represented rela- 
tively small additions to total benefit payments. 


2These data are not directly comparable with those in the Chamber of Commerce 
survey since they cover benefit payments to all employees, including bank officers. 
The national survey covers only nonsupervisory employees and working super- 
visors, 
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New England Car Sales 


Booming Sales Continue 


New reEcORDS for automobile production and sales were 
being set every day as the first half of 1955 ended. 
Nearly five million motor vehicles had come off the 
assembly line, a total not reached for the 1954 models 
until October. Passenger car manufacturers set a new 
six-month record of over four million new automobiles. 
Production is slated to taper off during the next few 
months in preparation for model changeover, and one 
model has already closed. But manufacturers expect 
that the year’s output will exceed the all-time of 6.7 
million automobiles reached in 1950. 

Sales have been booming with more than 3.5 million 
retail deliveries of new cars estimated by dealers at 
the end of June. But despite liberal credit terms and 
eye-catching promotional offers, sales have not kept 
up with production. Automotive News reported inven- 
tories of over 800,000 automobiles on July 1, by far the 
highest level ever reached and in sharp contrast with 
the all-time low of 160,000 of last November. Dealers 
pushed used car sales as well and took advantage of 
seasonal demand of the early summer to lower stocks. 
As with new cars, inventories are still high, but Auto- 
motive News reported good June business and a lowering 
of used car stock levels. 

New England followed close behind the nation in new 
car registrations during the year. By the end of May, 
registrations were 24 per cent above the level of the 
same period in 1954, while nationally the number in- 
creased by 28 per cent. Maine and Rhode Island 
showed the greatest gains, each with 37 per cent more 
new cars registered in the first five months of 1955 than 
in the same period a year ago. New Hampshire recorded 
an increase of 27 per cent while the other three New 
England states were up by about 20 per cent. 

Used car sales, as reflected by Massachusetts data, 
have easily surpassed last year’s totals. During the 
first five months of 1955, used car registrations were 
nearly 27 per cent above those in the same period last 
year. The month of May alone saw an increase of al- 
most 49 per cent over the same month last year. Na- 
tionally used car sales continued strong into June and 
caused a firming of used car prices. 

The sales future for both new and used cars is a matter 
of speculation. With inventories high, full production 
continuing, and new models scheduled to appear in the 
fall, dealers will be making every effort to clean out 
stocks during the summer. The likelihood of higher 
prices on 1956 models because of increasing costs of 
steel and other industrial raw materials and new wage 
agreements may help to move current models. 

Easy credit terms also continue to encourage sales. 
Total extensions of automobile credit in the nation for 
the first five months of 1955 were 47 per cent above the 
level of the 1954 period. The sales pressures in the new 
car market will continue to exert an influence on used 
car sales. Should trade-in allowances be further in- 
creased to move the year-end stock of 1955 models, the 
used car market would be immediately weakened. 





